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Independent Auditor’s Report 

To the Brandon Township Public Library Board 
Brandon Township 
Oakland County, Michigan 
 
We have audited the accompanying basic financial statements of Brandon Township Public 
Library as of December 31, 2004 and for the year then ended, as listed in the table of contents.  
These financial statements are the responsibility of the Library’s management.  Our 
responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement.  
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements.  An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation.  We believe that our audit provides a reasonable basis for our opinions. 

In our opinion, the basic financial statements referred to above present fairly, in all material 
respects, the financial position of Brandon Township Public Library as of December 31, 2004 
and the changes in its financial position for the year then ended, in conformity with accounting 
principles generally accepted in the United States of America. 

The budgetary comparison schedule as identified in the table of contents is not a required part 
of the basic financial statements but is supplemental information required by the Governmental 
Accounting Standards Board.  We have applied certain limited procedures, which consisted 
principally of inquiries of management, regarding the methods of measurement and presentation 
of the required supplemental information.  However, we did not audit the information and 
express no opinion on it. 

As described in Note 1, the Library has implemented a new financial reporting model, as 
required by the provisions of GASB Statement No. 34, Basic Financial Statements - and 
Management’s Discussion and Analysis - for State and Local Governments, and related statements, 
as of January 1, 2004. 
 
The accompanying financial statements do not present a management’s discussion and analysis, 
which would be an analysis of the financial performance for the year.  The Governmental 
Accounting Standards Board has determined that this analysis is necessary to supplement, 
although not required to be a part of, the basic financial statements. 

 
April 13, 2005  
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The Notes to Financial Statements are an  
     Integral Part of This Statement.   
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Governmental Fund Balance Sheet/ 
Statement of Net Assets 

December 31, 2004 
 
 

Balance Sheet - 
Modified Accrual

Adjustments 
(Note 2)

Statement of 
Net Assets - Full 

Accrual

Assets

Cash and cash equivalents (Note 3) 222,965$           -   $            222,965$          
Investments (Note 3) 5,644                 -                 5,644                
Other assets 23,910               -                 23,910              
Taxes receivable 843,486             -                 843,486            
Capital assets (Note 4) -                        4,464,424  4,464,424         

Total assets 1,096,005$      4,464,424  5,560,429         

Liabilities and Fund Balance

Liabilities
Accounts payable 6,622$               -                 6,622                
Deferred revenue 843,486             -                 843,486            
Accrued liabilities 43,361               -                 43,361              
Lease payable (Note 9):

Due within one year -                        165,000     165,000            
Due in more than one year -                        3,190,000  3,190,000         

Long-term debt and other liabilities (Note 5):
Due within one year -                        5,904         5,904                
Due in more than one year -                        18,006       18,006              

Total liabilities 893,469             3,378,910  4,272,379         

Fund Balance - Unreserved
Designated for purchases of technology equipment 20,000               (20,000)      -                        
Undesignated 182,536             (182,536)    -                        

Total fund balance 202,536             (202,536)    -                        

Total liabilities and fund balance 1,096,005$      

Net Assets
Invested in capital assets net of related debt 1,109,424  1,109,424         
Unrestricted 178,626     178,626            

Total net assets -   $          1,288,050$     
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Statement of Governmental Fund 
Revenue, Expenditures, and Changes in Fund Balance/ 

Statement of Activities  
 Year Ended December 31, 2004 

 
 

Revenues and 
Expenditures -

Modified
Accrual

Adjustments 
(Note 2)

Statement of 
Activities - Full 

Accrual

Revenue
Property tax 810,609$      299,750$      1,110,359$        
Penal fines 21,162          -                    21,162               
State aid 15,593          -                    15,593               
Single business tax 405               -                    405                    
Library fines and fees 9,974            -                    9,974                 
Interest on investments 23,830          -                    23,830               
Other 36,915          -                    36,915               

Total revenue 918,488        299,750        1,218,238          

Expenditures
Salaries and wages 495,943        -                    495,943             
Fringe benefits 112,267        (726)              111,541             
Supplies 12,182          -                    12,182               
Professional and contractual services 7,704            -                    7,704                 
Communications 17,857          -                    17,857               
Insurance 25,973          -                    25,973               
Utilities 29,851          -                    29,851               
Building repair and maintenance 45,830          (5,097)           40,733               
Library materials 118,645        (118,645)       -                        
Depreciation -                    283,520        283,520             
Dues, programming, and education 18,572          -                    18,572               
Bank and payroll service fees 4,285            -                    4,285                 
Automated system 31,817          -                    31,817               
Interest expense -                    149,750        149,750             
Other 31,037          -                    31,037               
Board expenses 403               -                    403                    

Total expenditures 952,366        308,802        1,261,168          

Change in Fund Equity/Net Assets (33,878)         (9,052)           (42,930)             

Fund Equity/Net Assets
Beginning of year 236,414        1,094,566     1,330,980          

End of year 202,536$    1,085,514$ 1,288,050$     
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Note 1 - Summary of Significant Accounting Policies 

Brandon Township Public Library (the “Library”) is located in the Charter Township 
of Brandon, Oakland County, Michigan.  The Library is primarily funded through a 
tax levy, penal fines, and state aid. 

In June 1999, the GASB issued Statement No. 34, Basic Financial Statements - and 
Management’s Discussion and Analysis - for State and Local Governments.  One of the 
significant changes in the statement includes the financial statements being prepared 
using full-accrual accounting for the Library as a whole.  This and other changes are 
reflected in the accompanying financial statements (including notes to the financial 
statements). 

Reporting Entity 

The Library is governed by an elected six-member board. 

The accompanying basic financial statements have been prepared in accordance with 
criteria established by the Governmental Accounting Standards Board for 
determining the various governmental organizations to be included in the reporting 
entity.  Based on these criteria, there are no component units that are to be included 
in these financial statements. 

Measurement Focus, Basis of Accounting, and Financial Statement 
Presentation 

The Library’s basic financial statements include both government-wide (reporting 
the Library as a whole) and fund financial statements (reporting the Library’s major 
fund). 

Government-wide Financial Statements 

The government-wide financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting.  Revenue is 
recorded when earned and expenses are recorded when a liability is incurred, 
regardless of the timing of related cash flows.  Grants, property taxes, charges for 
services, and similar items are recognized as revenue as soon as all eligibility 
requirements imposed by the provider have been met. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Government Fund Financial Statements 

Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting.  
Revenue is recognized as soon as it is both measurable and available.  Revenue is 
considered to be available if it is collected within the current period or soon enough 
thereafter to pay liabilities of the current period.  For this purpose, the Library 
considers revenues to be available if they are collected within 60 days of the end of 
the current fiscal period.   

Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting.  However, expenditures related to compensated absences are recorded 
only when payment is due. 

Interest earned on investments is recorded on the accrual basis. 

The General Fund, the Library’s major governmental fund, is the operating fund.  It 
accounts for all financial resources of the Library.  General Fund activities are 
financed by revenue from property taxes, program fees, and other sources.   

Private sector standards of accounting issued prior to December 1, 1989 are 
generally followed in the government-wide statements to the extent that those 
standards do not conflict with the standards of the Governmental Accounting 
Standards Board.  The Library has elected not to follow private sector standards 
issued after November 30, 1989 for its full accrual presentation. 

Assets, Liabilities, and Net Assets or Equity 

Cash and Cash Equivalents - Cash and cash equivalents include cash on hand, 
demand deposits, and short-term investments with a maturity of three months or 
less when acquired. 

Investments - Investments are recorded at fair value based on quoted market 
prices.  

Property Taxes - Properties are assessed as of December 31 and the related 
property taxes are billed and become a lien on December 1 of the following year.  
They are due on February 14 with the final collection date of February 28 before 
they are added to the county tax rolls.  Property taxes billed during the month of 
December will be used to finance the following year’s operations.  As such, these 
taxes are recorded as deferred revenue at December 31. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 

The 2004 taxable valuation of the Library totaled approximately $451 million, on 
which taxes levied consisted of total mills of 1.8052. This resulted in revenue of 
approximately $810,000 for operations, net of administrative fees. 

Capital Assets - Capital assets, which include buildings, improvements, furniture, 
fixtures, and library materials, are reported in the statement of net assets.  Capital 
assets are defined by the Library as assets with an initial individual cost of more than 
$100 and an estimated useful life in excess of one year.  Such assets are recorded at 
historical cost or estimated historical cost if purchased or constructed.  Donated 
capital assets are recorded at estimated fair market value at the date of donation.  
Capital assets are depreciated using the straight-line method over the following 
useful lives: 

Buildings and improvements 40 years
Furniture and fixtures   5 years
Library materials 10 years
 
Compensated Absences - It is the Library’s policy to permit full-time employees 
to accumulate earned but unused sick, vacation, and personal day benefits.  All 
compensated absence pay is accrued when incurred in the government-wide 
financial statements.  A liability for these amounts is reported in governmental funds 
only for employee terminations as of year end.   

Deferred Revenue - The governmental fund modified accrual basis financial 
statements and the government-wide full accrual financial statements report 
deferred revenue in connection with revenue that has not been earned since it 
relates to advance collection of property taxes, program fees, or grant money for 
programs, which will be provided subsequent to the end of the current year. 

Long-term Obligations - In the statement of net assets, long-term debt and other 
long-term obligations are reported as liabilities.    

Fund Equity - In the fund financial statements, the governmental fund reports 
reservations of fund balance for amounts that are not available for appropriation or 
are legally restricted by outside parties for use for a specific purpose.  Designations 
of fund balance represent tentative management plans that are subject to change. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Use of Estimates - The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of America requires 
management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenue and expenses during 
the period.  Actual results could differ from those estimates. 

Change in Accounting - During the current year, the Library adopted GASB 
Statement No. 34, Basic Financial Statements - and Management’s Discussion and 
Analysis - for State and Local Governments.  Changes to the Library’s financial 
statements as a result of GASB No. 34 are as follows: 

• The financial statements include a full accrual accounting for all of the Library’s 
activities. 

• Capital assets recorded in the government-wide statements were formerly 
reported in the General Fixed Assets Account Group.  Capital assets at     
January 1, 2004 previously reported in the General Fixed Assets Account Group 
have been adjusted by approximately $1,600,000 to reflect the historical cost of 
the Library’s capital assets. 

• The General Fund now accrues a liability for compensated absences only to the 
extent that they come due for payment prior to year end. 

Other accounting policies are disclosed in other notes to the financial statements.  



Brandon Township Public Library 
Notes to Financial Statements 

December 31, 2004 

 8

Note 2 - Reconciliation of Government-wide and Fund Financial 
Statements 

Total fund balance and the net change in fund balance of the Library’s General Fund 
differ from net assets and change in net assets reported in the statement of net 
assets and the statement of activities.  This difference results primarily from the 
current economic focus of the statement of net assets and the statement of activities 
versus the current economic focus of the statement of the governmental fund 
balance sheet and the statement of revenue, expenditures, and change in fund 
balance.  The following are reconciliations of fund balance to net assets, and the net 
change in fund balance to the net change in net assets: 

Total Fund Equity - Modified Accrual Basis 202,536$      

Amounts reported in the statement of net assets are different
because:

Capital assets are not financial resources and are not 
reported in the fund 4,464,424     

Lease payable is not a payable in the current period and is
not reported in the funds (3,355,000)   

Long-term liabilities are not due and payable in the current
period and are not reported in the fund (23,910)        

Total Net Assets - Full Accrual Basis 1,288,050$    
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Note 2 - Reconciliation of Government-wide and Fund Financial 
Statements (Continued) 

Net Change in Fund Equity - Modified Accrual Basis (33,878)$      

Amounts reported in the statement of activities are different because:

Capital outlays are reported as expenditures in the statement of
revenue, expenditures, and changes in fund balance; in the
statement of activities, these costs are allocated over their 
estimated useful lives as depreciation:

Capital outlay 123,742       
Depreciation (283,520)      

The statement of activities column recognizes the property taxes
collected in the Township to support the building lease, as well 
as the interest expense related to the lease 150,000       

Changes in accumulated employee sick and vacation pay are 
recorded when earned in the statement of activities 726              

Change in Net Assets of Governmental Activities - Full
Accrual Basis (42,930)$      

 
Note 3 - Deposits and Investments 

Michigan Compiled Laws Section 129.91 authorizes local governmental units to 
make deposits and invest in the accounts of federally insured banks, credit unions, 
and savings and loan associations that have offices in Michigan.  The Library is 
allowed to invest in bonds, securities, and other direct obligations of the United 
States or any agency or instrumentality of the United States; repurchase agreements; 
bankers’ acceptances of United States banks; commercial paper rated within the two 
highest classifications, which matures not more than 270 days after the date of 
purchase; obligations of the State of Michigan or its political subdivisions, which are 
rated as investment grade; local government investment pools; and mutual funds 
composed of investment vehicles that are legal for direct investment by local units of 
government in Michigan.  

The investment policy adopted by the Library in accordance with Public Act 196 of 
1997 has authorized investment in all of the investments allowable by the State 
statutory authority as listed above.  
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Note 3 - Deposits and Investments (Continued) 

The Library’s deposits and investment policies are in accordance with statutory 
authority.  At year end, the deposits and investments were reported in the basic 
financial statements in the following categories: 

GASB Statement No. 3 Classification
Primary 

Government

Bank deposits (checking accounts, savings accounts, and certificates
of deposit) 222,815$    

Investments in mutual funds 5,644          
Cash on hand 150             

Total 228,609$    

 
Deposits 

The deposits are reflected in the accounts of the bank (without recognition of 
checks written but not yet cleared or of deposits in transit) at $226,675.  Of this 
amount, $200,000 was covered by federal depository insurance and the remainder is 
uninsured. 

Investments 

The Library is authorized by Michigan Public Act 20 of 1943 (as amended) to invest 
surplus monies (of nonpension funds) in U.S. bonds and notes, certain commercial 
paper, U.S. government repurchase agreements, bankers’ acceptances and mutual 
funds, and investment pools that are composed of authorized investment vehicles. 
Investments are normally categorized to give an indication of the level of risk 
assumed by the Township; however, mutual funds are not categorized because they 
are not evidenced by securities that exist in physical or book-entry form.  At year 
end, the Library’s investment balances consisted solely of mutual funds. 
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Note 4 - Capital Assets 

A summary of capital assets is as follows: 

Balance - 

January 1, 

2004 Additions Deletions

Balance - 

December 31, 

2004

Capital assets not being depreciated - Land 171,000$       -   $                  -   $                   171,000$          

Capital assets being depreciated:

Buildings and improvements 3,716,654      -                       -                        3,716,654         
Furniture and fixtures 838,466         5,097               -                        843,563            
Library materials 1,515,774      118,645           32,659              1,601,760         

Subtotal 6,070,894      123,742           32,659              6,161,977         

Accumulated depreciation:

Buildings and improvements 371,578         92,916             -                        464,494            
Furniture and fixtures 525,722         137,174           -                        662,896            
Library materials 720,392         53,430             32,659              741,163            

Subtotal 1,617,692      283,520           32,659              1,868,553         

Net capital assets being depreciated 4,453,202      (159,778)          -                        4,293,424         

Net capital assets 4,624,202$    (159,778)$        -   $                   4,464,424$       

 
Note 5 - Long-term Debt and Other Liabilities 

Long-term debt of the Library consists of the following: 

Beginning 

Balance Additions Reductions

Ending 

Balance

Due Within 

One Year

Personal property taxes contingent liability 11,500$    -   $        -   $           11,500$        -   $               
Accumulated employee benefits 13,136      -             726           12,410          5,904            

 Total 24,636$    -   $        726$         23,910$        5,904$          

 
Accumulated employee benefits represent the estimated liability to be paid to 
Library employees under the Library’s vacation pay policy.  Under the Library’s 
policy, employees earn vacation time based on time of service with the Library. 

Personal property taxes represent the estimated liability to be paid to the utility 
companies that are currently contesting their assessment. 
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Note 6 - Budget Information 

The annual budget is prepared by the Library management and adopted by the 
Library board; subsequent amendments are approved by the Library board.  
Unexpended appropriations lapse at year end; encumbrances are not included as 
expenditures.  The amount of encumbrances outstanding at December 31, 2004 has 
not been calculated.  During the current year, the budget was amended in a legally 
permissible manner.  The budget includes various budget overruns resulting from 
unbudgeted expenditures associated with various capital outlay expenditures and 
accruals incurred during 2004.   

The budget statement (statement of revenue, expenditures, and changes in fund 
balance - budget and actual - governmental fund type - General Fund) is presented 
on the same basis of accounting used in preparing the adopted budget and has been 
prepared in accordance with accounting principles generally accepted in the United 
States of America. 

The budget has been adopted for the Library activity in total; expenditures at this 
level in excess of amounts budgeted are a violation of Michigan law.  A comparison 
of actual results of operations to the General Fund budget as prepared by the 
Library is included in the other required supplemental information of the basic  
financial statements.  The amounts shown on this statement are in greater detail 
than the budget as adopted and are used to provide additional analysis for 
management purposes.   

Note 7 - Defined Contribution Retirement Plan 

The Library provides pension benefits to all of its full-time employees through a 
defined contribution plan.  In a defined contribution plan, benefits depend solely on 
amounts contributed to the plan plus investment earnings.  Employees are eligible to 
participate from the date of employment.  The Library contributes 12 percent of 
employees’ gross earnings and there are no employee contributions.  The Library’s 
contributions for each employee (plus interest allocated to the employee’s account) 
are fully vested immediately.  In accordance with these requirements, the Library 
contributed approximately $26,300 during the current year. 

Note 8 - Risk Management 

The Library is exposed to various risks of loss related to property loss, torts, errors 
and omissions, and employee injuries (workers’ compensation), as well as medical 
benefits provided to employees.  The Library has purchased commercial insurance 
to cover these risks.  Settled claims relating to the commercial insurance have not 
exceeded the amount of insurance coverage in any of the past three fiscal years. 
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Note 9 - Lease Payable 

The Library building was funded through a bond issued by the Township.  The bond 
is supported by a millage that is being paid by the residents of the Township.  The 
lease payable recorded in the statement of net assets represents the outstanding 
liability related to the building that is currently being repaid by the Township through 
the special tax levy. 
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Required Supplemental Information 
Budgetary Comparison Schedule - General Fund 

Year Ended December 31, 2004 

Original
Budget

Amended
Budget Actual

Variance with
Amended Budget

Revenue
Property tax 812,363$           812,363$           810,609$           (1,754)$              
Penal fines 27,363               27,363               21,162               (6,201)                
State aid 15,699               15,699               15,593               (106)                   
Single business tax -                        -                        405                    405                    
Library fines and fees 10,600               10,700               9,974                 (726)                   
Interest on investments 6,347                 7,364                 23,830               16,466               
Other 57,111               47,132               36,915               (10,217)              

Total revenue 929,483             920,621             918,488             (2,133)                

Expenditures
Salaries and wages 481,868             482,627             495,943             (13,316)              
Fringe benefits 105,181             104,559             112,267             (7,708)                
Supplies 13,320               12,320               12,182               138                    
Professional and contractual services 19,000               15,600               7,704                 7,896                 
Communications 23,455               19,955               17,857               2,098                 
Insurance 23,071               22,166               25,973               (3,807)                
Utilities 42,300               42,300               29,851               12,449               
Building repair and maintenance 51,876               50,190               45,830               4,360                 
Library materials 103,867             106,867             118,645             (11,778)              
Dues, programming, and education 14,900               14,700               18,572               (3,872)                
Bank and payroll service fees 300                    300                    4,285                 (3,985)                
Automated system 38,385               38,385               31,817               6,568                 
Other 11,460               11,260               31,037               (19,777)              
Board expenses 500                    500                    403                    97                      

Total expenditures 929,483             921,729             952,366             (30,637)              

Change in Fund Equity/Net Assets -                        (1,108)                (33,878)              (32,770)$         

Fund Equity/Net Assets
Beginning of year 236,414             236,414             236,414             

End of year 236,414$        235,306$        202,536$        
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